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ECON435 Special, Trimester 3 2014 
PART A 
Answer ALL SIX (6) questions. 
(60 marks) 


Write short notes on the following: 


Question 1 (10 marks) 
What are the key determinants of price volatility in commodity markets? 


Question 2. (10 marks) 
Explain the distinction between static and dynamic aspects of demand. 


Question 3. (10 marks) 

Tomek and Robinson make the assumption of zero substitution between the raw agricultural product 
and other (marketing) inputs in producing the final product demanded by consumers. Alternatively, 
the Gardner model allows for substitutability between inputs. Which assumption do you think is more 


realistic? Why? Give an example. 


Question 4 (10 marks) 
The two major problems in assessing model adequacy are specification errors and measurement errors. 


Explain the meaning of each type of error. 


Question 5 (10 marks) 

Using examples provide brief explanations of each of the following types of commodity price 
changes. 

(i) Seasonal 

(ii) Cyclical 

(iii) Trend 


(iv) Random 


Question 6 (10 marks) 
What is the role of transfer costs in determining spatial price relationships? 


ECON435 Special, Trimester 3 2014 
PART B 
Answer BOTH questions 


(40 marks) 


Question 7 (20 marks) 
a) The article by Freebairn (1967) discusses the incentives for grading to occur. Illustrate and 


explain how grading of commodities can lead to increased marketing and pricing efficiency. 


b) Explain how differences in demands between grades may provide a basis for price 


discrimination. 


Question 8 (20 marks) 
Using separate diagrams demonstrate and explain the economic effects of the following two types of 
government programs designed to support or raise farm prices. Be sure to identify the economic 


surplus changes associated with each policy. 


(i) A price maintained above the domestic equilibrium price which is supported by government 
demand 


(ii) A deficiency payments scheme 


Please remember - This examination question paper MUST BE HANDED IN. Failure to do so may 
result in the cancellation of all marks for this examination. 
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